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* Process Changes

 Ten Tab Submissions & Changes

 Pillars of the Purchase Request Review

« Common Reasons for Repairs and Denials
« CPC Tabs

« Unilateral Action Matrix

« Quarterly Status and Wrap-Up Reports
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Your Small Bus

Center Management
 Vanessa Piccioni, Director
 Grace Gatell, Center Counsel

« Kevin Hardy, Assistant Director for 7(a) Purchases &
_iquidation
« Dana Relyea, Assistant Director for Quality Assurance

« Joyce Jackson, Assistant Director for Center
Operations

« John A. Miller, Director, Financial Program Operations
(responsible for overseeing all 9 loan operations centers)

Visit us at www.sba.gov



U.S. Small Business Administration

SBA

Your Small Business Resource

SBA’s Renewed Focus Moving Forward with

Excellence

GOAL.:
To Meet or Beat the Guaranty
Purchase Brand Promise to Lenders
and Respond to all Liquidation
Requests in a Timely Fashion

KEY SUCCESSES:

O Have delivered 45-day turnaround on all incoming “Reviewable’” Purchase
Packages accepted under the brand promise since November 1, 2007.

O Created a Center/ Field Customer Service Model that facilitates the
submission of “reviewable” purchase packages, assists in resolving
purchase request issues, and monitors lender servicing satisfaction.

O Developed a Standard, Auditable, Purchase Review Process which includes
the 10-Tab purchase package, Purchase Operations Manual, and automated
recommendation process.

Visit us at www.sba.gov
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Sm redundancies and improve timeliness of the purchase

Your Small Business Resource

iKay Fezlilrss of Naw Progess

* Process has been redesigned to eliminate
redundancies and increase customer satisfaction.

» Rewards Lenders that submit complete purchase
packages using the 10-Tab System.

» Complete and auditable purchase packages are
accepted under the brand-promise and processed
generally with 20-25 days. Overall turnaround is 30
days.
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Your Small Business Resource

= New Quality Assurance Process —
= Provides an “in-house” appeal process in Herndon.

= |f a guaranty purchase is recommended for denial or contested
repair, the staff in Quality Assurance Division reviews the case
to ensure the recommendation is appropriate.

= The QA staff reviews the file, works with the lender to discuss
the issues and obtains any additional information relevant to the
case before sending the file to Headquarters.

» If the QA staff agrees with the original recommendation, the
case is forwarded to HQ for final decision.

Visit us at www.sba.gov
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Your Sma" Business Resource

Quality Assurance Policy Forums

* The Center has developed QA Policy Forums.

= Itis a group of representatives from various SBA offices that

meets periodically in Herndon and via conference call to
discuss:

= Clarifications to policy interpretations
= Materiality of various errors and omissions

= Establishing consistent, practical, applications of policy in
making purchase decisions.

Visit us at www.sba.gov
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Guaranty Purchase Flow Moving Forward with
Excellence

* The SBA regulations established the "Rule
of Two” that all of the Centers must follow.

* This requires that one SBA official make a
recommendation and another approve it.

* We are also required to have an attorney
review each purchase request.

* Every purchase request is reviewed by a
minimum of three SBA employees.

Visit us at www.sba.gov



Guaranty Purchase Flow Moving Forward with
Excellence

Intake

Screening
_egal 1
—Inancial Review

_egal 2 (if charge-off is recommended or
deficiency was identified during purchase
review)

Approval
Quality Assurance

Headquarters (final review for contested denials
and partial denials)

Visit us at www.sba.gov
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oving Forward with
Purchase Package Excellence

« Start at origination! Organize and build your loan files
following the mandatory 10-Tab System used to
organize purchase requests. Audit yourself — are all
forms & documentation in order?

« Thoroughly follow instructions and provide complete
Information to speed up the purchase request process.

« ALWAYS go the NGPC website to get up-to-date
Instructions and forms! www.sba.gov/banking

10
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U.S. Small Business Administration

SBA

Your Small Business Resource

How to Submit a Perfect _ .
Moving Forward with
Purchase Package Excellence

* There are several ways to send a package:
— Paper format via the mall
— Electronic on CD via the malill
— Electronic via Send this File

« Electronic is the preferred method, and using
Send This File is the most expeditious and
reliable.

— To get information on Send This File, visit our
website or contact our IT specialist at

11
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U.S. Small Business Administration

SBA

Your Small Business Resource

New Tabs Structure

Tab 1 - Damand Letior
Tabr I - Loain Autferication

Tab 3 - Bigibiliy

Loan Higbiity Checklist

*  Franchio Agracment

Tah 4 - Lagal Documantation
* Moo
" Cuarsnbes
*  Sooity Agrasmants
*  LCC Lion Saarches showing SBA'Sllen

TrustMortage
*  Purthass’Sak Agrement
*  Logsd Flading:
*  Oehar

Tab 5 - Sabilement Swels

Tab & - Trameeoripd of Accoumnt

Regular T(a) Guaranty Purchase Package Tabs

Version dated 1/22/2010
Thiis page and the following Tab Pages wers desigred to hielp you assemble your quaranty punchase
request package. The use of the following Tab Pages is mandatony for all quaranty purchass packages.
Pleaze read and follow instructions provided on each tab sheet. Failure to mest the requirements outlined
inthess instructions could result in unnecessary delays andior possible retum of the purchase package.
If you are unable to provide required doouments, please explain in 2advance to expedite processing.
T help organize your package submiszicon, we recommesnd using brigit colored paper or numerical
dividers fourd in office supply stores. Please ensure that all documents are dearly lbeled, stapled ar
clipped, and presented in the order outlined on this page behind the appropriste tab.

For straamlined purchass of loans whare Sﬂﬁ';shmhfthn remaining balancg is under
210,000 Please go to last page for instructions.

Current versions of the Tab Pages can be found onthe S84 Website.

®  FLF Losn ElgiblEy Checkdist OR LowDoc

*  Elighiity Statamant for STARLtan Program

= Tk Ireuranos and Rscorded Dasds of

Undar 13 OFR 120530, SEA B not obligated fo pundhass: the guarantesd porfon of 3 kan unless & Lender has
submitted o SBA cocumentzbon that SER dooms sfficont b Slow SBA 10 daterming whothor pohass of tha
gquannir & waranisd. Additionaly, under 13 OFR 120530400, a knder's s io provide suficent poetpuichass
docemantation may kead to ninitiabon of an action for recoveny from tha kendiarfor moneys paid by SBA 1o & egistered
hoider on a guaranty. Forthess resons, SBA has the right torequest additional documantation ofher than T llems
Istecion thls indax, and tha Lander must comply with S840 request.

UE Seal Breres Admiskstaos MeSomnsl GSusnanty Porchess Cener, Hemdon, 'dirgnia 200170

Thank you for your cooperation!

Tab 7 - Early Deaf it
=[RS Inoome Tax Werification
= Ewidance of Equity/est injection
" Standow Agrement and Nots
*  Credi Memorandum
" Stalement of Parsonal Hisony (Form #12)

Tah 9 - Coflateral Disposition
®  Apprasak
*  5ma vkl Rsport
*  RoportolSala or Rakazs of Collatal
= Liguidation Wrap-Up Rapart

Tab 10- Genaral Iormaticn
" Wi Transfar Form
® Rl Monogement Form
®  Emsronmental Questionnairg
®  Fhas | and/or Frase || Ervinonimonial Roport

®  Completa Lender's Flo

®  Othor Documenks (ASSOMEE0n Agreomeits,
Compsan on Agrasmant, atr)

®  Feason for Busingss Falun

Moving Forward with
Excellence

= The cover sheet of the Tabs

explains the process and
outlines the categories to be
addressed behind each tab.
The documents are arranged in
logical groups to facilitate
package submission.

The Tabs are available on the
SBA website as a fill-able PDF
with links to all mandatory and
suggested forms and all
documents needed in the
purchase review process are
located at www.sba.gov/banking.
Click on National Guaranty
Purchase Center and look for
forms library or the Red Arrow

12
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U.S. Small Business Administration

Tab 1- Mak|ng Demand Moving Forward with

Excellence

Your Small Business Resource

Demand that $BA Honor Its Guaranty ‘|
Required
Im order for SEA to process the guaranty purchase request, the lender must use the i Please be SU re tO read Tab 1
Frel_’l:-rn_'sartedmmau_d_Leng[. signed by an authorized officer of the lending
atttion. carefully and answer the
If the purchase ha_s- alreac_h.l Dca_.lred and you a_resul:-m'rrting a post purchase package .
no demand letter is required. Simiply check this box. T q uestlons prese nted .

Prior to Submitting Purchase Request

* The Lender must contact the appropriate SBA Servicing Center to request that

the loan be placed in liquidation status and transferred to the NIGPC.  LowDoc loans must be ful |y
S 1o veucbing guranty purdhase, nkees  igeton o bakney, | liguidated prior to requesting
Has business personal property been liquidated? p u rC h ase .

rYes [ Mo
If Mo, please explain.

* For all loans approved on or after May 14, 2007, the lender must liquidate all i Loan a roved O n Or after
PP
business personal property pricr to requesting guaranty purr_::hase unless the
et a6 o o Gt o, o e seconday May 14, 2007, must have all
Has all business personal property securing the loan been liquidated? b US| N eSS pe rso n al p roperty
o, plsse sxplsin liquidated prior to guaranty
* The regulations require that a demand for purchase be submitted within 180 days of p u rChase .

maturity of the loan or within 180 days of the comipletion of liquidation or debt
collection litigation in connection with a matured loan. Please check the maturity date
of this loan to ensure that the loan is within these guidelines since 5BA will be
released from its guarantee if it is mot. If the maturity occumed more than 180 days
@00, please provide a written explanation why demand was not made. 1

Demand that 5BA Honor Its Guaranty

13

Visit us at www.sba.gov



U.S. Small Business Administration

Your Small Business Resource

Updated Demand Letter

Date:
Loan Number:
[Lender Contact Person]

[Lender Streat Address]
[Lender CIty, State 71p]

Request to Honor SBA Tia) Loan Guaranty

[Lender Phone rumber]
[Lerder Email]

Moving Forward with
Excellence

P = New mandatory Demand Letter can

Enclosed you will find the required documents in support of the following:

Pre-Purchase

Request that SBA purchase the guaranteed portion directly from our institution as this loan has
not been sold in the secondary market, or our institution has purchased the sold portion from
the secondary market holder and is now making request for purchase directly to SBA. (i lender
has purchased the sold portion, please make sure 38As Fiscal Transfer Agent’s records reflect a paid
status prior to submitting your request for purchase fo 5BA)

Secondary Market Purchase with Post Purchase Package

Request that SBA purchase the guaranteed portion of a loan that has been sold in the secondary
market, and our institution will not purchase. This request includes a complete post purchase
review package.

Secondary Market Purchase

Request that SBA purchase the guarantesed portion on a lboan that has been sold in the secondary
market, and our institution will not purchase. This request does not inclede a post purchase
review package. The post purchase review package will be provided under separate cover
within 15 business days of SBA’s purchase of the guaranteed portion of the loan.

l, _:{:Iﬁceruf the Eank, Title] , hereby certify, represent and warrant on behalf
aof  [Lender] that all information and documentation submitted to the
UESmall Business Admimisiraton mconnection with this purchase request and/or post purchase
review package is accurate, genuing and complete and contains true copies of  [Lender's]
records for this loan. | further certify that | hawve personally reviewed and confirmed, based upon
[Lender's] records, the copy of  [Lender's] Transcript of
FAccount with respect to this [oan provided herewith and that o the best of my knowledge and belief
the information contained therein is true and accurate. |also certify to the best of my knowledge and
belief that [Lender] has materially complied with the SBA Loan Program Requirements (as
defined in T3 CFR T20.70] applicable to this loan.

By signing below, | represent and warrant that | hawve the proper authority to execute this document
on behalf of [Lender]

Signature: Date:

be used for pre-purchase demands
as well as secondary market
purchase demands and post
purchase reviews.

Please be sure you check the
correct box to ensure proper routing
in the Center.

Global certification feature designed
to decrease follow-up signature
requests to lenders. Please be
sure that an authorized bank
representative signs the letter.

14
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US Small Business Administration Tab 2 —
Loan Authorization Excellence

Moving Forward with

Your Sma" Business R

« The most important, required document in
Executed Loan Authorization and Any Amendments ") the guaranty purchase process is the Loan
Authorization AND any Amendments

Required
recubss. The Losm Auhorization contains he terms and condiions the lenger - » Read this document carefully, as it will
st mestin order o valdate fhe SEA Gusrniy dictate what documents will need to be
Please use your Loan Authorization and instructions on each tab to determine .
which docauments are required for submission. prOV|ded Iater
" W o re. eqeSing Paveees You st mcde 3 copy o the Loan - At this stage pay particular attention to
Aherzaton for that oan 2= wet collateral taken, use of proceeds, lien
Does the loan for which you are requesting purchase have a positions, and guarantors as they will be

companion loan({s)?

critical on later tabs

| Yes Mo
If Yes, please include a copy of the Loan Authorization(s) for that loan

and write the loan numberis) n the space provided below: sInclude ANY loan modification documents as
well as deferments, workout agreements,
interest rate adjustments, and payment
revisions. Center staff only need to know that

Companion Loan Mumber{s)

O e ool e 2 SoA Suarantesd s they occurred and were properly executed.
SBA generally will not question prudent
| e e o e s s, et decisions by the lender if they are
{805 an borTOWer Cercanan of RING pratces o ans Made under Scion S02 documented and executed properly.
Miack troer Sectons 501 and 59201 e Recouery Aot 2008
2 *Please be sure to include information on

Executed Loan Authorization and Any Amendments

companion loans.

*See new NOTE on Recovery Act Loans

Visit us at www.sba.gov



SBA

Your Small Business Resource

U.S. Small Business Administration

Tab 3 - Eligibility Requirements

Required Eligibility 3

A.Type of Business:

g Restaurant, medical sanvices, consulng, etc)
B. Select the Special Program under which the loan was onginated
(select all that apply):

~ PLP r  LowDoc
CLP 7ial Recovery Ad]
5TAR Loan Kone of the Above.

Evidence of eligibility must be provided as follows:
* For PLP loans, provide the PLP Loan Eligibility Checklist and any supparting

documentation used in the igiblity determination.

*  For LowDec loans, provide the SBA LowDoc Eligibility Checkdist and any
supporting documentation.

. For7{a) Recovery Act loans of 2003 with an Increased guaranty, submit Bomower
angior Operating Company certffications of compllance with Immigration laws and
hiring prciices prior o loan disbursement. [Sechion 502]c)2) of the Recovery Act of

2009, PL. 111-5) This cemfcation s mandatory and ks jn addition to the exlsing
msciosure reguirement on SBA Form 912 Statement of Personal History.

Alsn Inglugis applicabie elgibiity questonnalias and checklists cestifying that no
proceeds will b2 usad for 3 resinichad use.

® For STAR Loans, provide eligibility statement or explain its absence.
[ 'Was the business a franchise/dealership?
I Yes r Ho

[f Wes, is the franchise on The Franchise Aagistry?
If Yas, please provide a Cert'rﬁc.ahla nf.lhb Chanpge 'F%E-nsure that no changes to the agreement
hawve occurred. B

If Mo, please provide a copy of the Franchise/Dealership Agreement.
1 Did the business sell fuel/gasoline?
I Wes ' No

If Wes, provide fuel supply agreement or jobber agreement. 3
Eligibility

Moving Forward with
Excellence

*Please provide required
eligibility checklist.

*If the loan was made to a
franchise or dealership, it must
be on the franchise registry. If
not, you must provide a copy of
the franchise agreement to
ensure it was an eligible
franchise. If itis on the
registry, please provide a
certificate of no change.

*If the business sold fuel or
gasoline, you must provide a
copy of the fuel supply or
jobber agreement.

*Please note the additional
requirements for Recovery Act
Loans 16
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U.S. Small Business Administration

SBA

Your Small Business Resource

Moving Forward with
Excellence

Tab 4 — Legal Documentation

* Tab 4 outlines the documentation
required for the majority of the
Legal Review.

Legal Documentation 4

Required

A.  Mote { 58A Form 147} is mandatory fior all loans. Yow must also submit copies
of any Note Modifications, Amendments, Deferments, and Workout

;gt;e:;?j;ﬁ?ngc;ﬁepzu;nﬁiﬁeﬁfgﬂrem terms including dates, interast .We mu St rece | ve aco py Of th e
emoralof oo ool T evience of vesors original Note along with any

modifications or amendments.

B. Other Legal Documents (provide all that are applicable and see corresponding
definitions ta fully understand the required documents.)

*Other required documents if
: Guaranties (SBA Form 148) appllcable are

Security Agreement
r  UCC Lien Search
Title Insurance and Recorded Deeds of Trust'Mortgages

Purchase/Sale Agreement .Guarantl eS

Legal Pleadings (Bankruptcy filings, etc)

Crther (e.g. Certificate of Cwnership and/or Certificate of Title of Vehicles H
or Manufactured Homes, Assignment of CDs or Stock, Assignment of Life ° Sec u rl ty Ag r ee m e n tS

Insurance, Landlord's Subordination, Lease Agreement). Provide
*UCC Lien Searches

evidence.

If not applicable, proceed to the next step. f any applicable, follow
instructions below. If applicable but not provided, please explain.

*Title Insurance
Guaranties
Use of SBA Form 148 is mandatory when a guaranty is required.

*Purchase/Sale Agreements
Security Agreement
If a lien on business personal property is required in the Loan Authorization, a

Security Agreement is required. se of 584 Form 1059 is optional. .ReVIeW your Loan AUthOI‘IZ&tIOﬂ
4 when completing this tab.

Legal Documentation

17
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SBA

Your Small Business Resource

U.S. Small Business Administration

Settlement Sheets (SBA Form 1030} 5
Required
The Settlement Sheet and all its requirements are mandatory for all loan disbursements.

A key element in the review process is determining that loan proceeds were used in
accordance with the Loan Authorization.

A separate SBA Form 1050 (Settlement Sheet) with supporting documentation is
required for each disbursement. It must be signed by lender and bnrrl:-wef.Fl:-r loans
made prior to &1/ 2008,

For loans made on or after 8/1/2008, only the initial settlement shest is reguired,
however, documentary evidence is required for all disbursements.

Drocumentary evidence (copies of the dleared joint payee checks, bills of sale, and paid
imvoices as applicable) for each disbursement must be itemized and attached to each
Settlement Sheet (38A Form 10500, Include totals for each Disbursemant category.

Documentary Evidence (Please check which items will be attachad)
Copies of cheared joint checks ™ Paid Invoices 7/ Bill of Sale
Please see example below:

c,;_rJ_‘f_': .'..;-"'{ ."}"-r';-'-.i”; iy -

i A .

1 1 1 1 ]
o~

o W s AT A

For 7i{a) Recovery Act Loans of 2009
Was working capital financed with loan procesds?

Fl Yes r No
If ¥ies, peowicke mandatory certification execuiad, prior to gisbursamant, by e Bomower andior
Operating Company carifying Mat no funds abiained from the working capital Ioan would be used for
restricted purposss.

Was this loan funded with Recovery Act Funds for a Project with Restricted Usas?
I Yes Mo

I Yes, (a) provide Credi Memorandum {even If the loan |s not an eanty default)
dacumanting that use of procasds do nat Indude financing resticted uses, and, document
the ather resournces that cover the financng companent of restrlcted uses; and, b} provide
Bamowar andior Operating Company mandatory cetfication, prior to first disbursemeant,
that attemate funding proceeds have been obtained to fnance restdcted uses of the 5
project

Settlement Sheets (SBA Form 1030}

Tab 5 — Settlement Sheets Moving Forward with

Excellence

* The analysis of the Settlement
Sheets have several facets:

*Ensure loan was properly
disbursed,

*Ensure proceeds were used in
accordance with the Loan
Authorization, and

*Ensure proceeds were used
for eligible purposes

*You must provide SBA with
evidence to support these facets

*Evidence can include copies of
cleared checks, paid invoices, bills
of sale, or executed contracts

*Please note the new language
added for Recovery Act Loans.

18
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U.S. Small Business Administration

SBA

Your Small Business Resource

Tab 6 - Transcript of Account

Certified Transcript of Account

Required

The certified transcript of account is a document which accounts for the
disbursement of loan proceeds and applications of payments.

SBA Form 1149 & the Agency's preferred Transcript of Account Form. All

transcripts of account, incuding the SBA Form 1149 must contain the following:

1. SB& loan name and 10Digit loan number.

2. Method used for interest com putation (250 day or 365 day). SBA
calculates interest based on 365 days.

3. Date and amount of each disbursement.

4. Date and amount of each payment showing princ pal and interest
applications.

5. Show interest From and To dates for each payment application.
& Date interest rate changes ooour.

7. Next payment due date (defined as the "default date"). (Add
to SBA Form 1144,

B I applicable, amount of Lender's successful bid at foredaosure sale
{reflected on the transcript as a credit to the principal balance).

9. Record of all recoveries and expenses - lagal fees will bea paid
separately, if approved.

10. Indicate all deferments. (Add to SBA Form 1149.)
a. Dates.
b. Principal and Interest or Interest Only.

Maite: With the exczption of loans purchased from the secondary market by
SBA, lenders may deduct 120 days of interestfrom liquidation procesds which
thenshould b2 shown on the transcript of account.

Certified Transcript of Account

Moving Forward with
Excellence

*The transcript is one of the major
areas that causes delays in processing
the purchase request

*SBA encourages the use of SBA Form
1149

If the Lenders choose not to use the
1149, the transcript submitted MUST
contain all of the of the information
required on the Form 1149

oIt is critical to note the next payment
due date

*Also critical to indicate any/all
deferments or loan modifications

*Use SBA loan number, not lender’s
number

*Enter ALL payments and provide
interest paid “from” and “to” dates

*Show interest rate adjustments
according to Note terms 19
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U.S. Small Business Administration

SBA

Your Small Business Resource

Tab 6 - Transcript of Account | ENEEFEAEG R,

Excellence

SBA From 1149

o e B2
g R 30 R
UL, Zmall Business AominisTaton
Lender's Tranacript of Account
mpmpe
Wuln"lnrm Lear. bursar
Marns of Lardar Amsure of Losa . Dy Daaaim
ROy THT THOTE 08 SOk N O boe
Ay ArouT Aadic min ol Papreer n I reas Pakd P-ropa
e [er— - Frnial prr— Flars From = Dalsrca
| Carsly This i b4 & Tra Copy of Transerip of dezsant Cin
Tegnaturs Ts
GiA Fore 1140 (-] RIF S0P 050 Presoas Eobons Doaches e Ravanis Sids P inwmucdon DFC GOy
(Thin b | B resCanany s o tha SILS, GUAFAMTY pumchass pachugs | R ﬁ""""”"
- 20
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U.S. Small Business Administration

SBA

Your Small Business Resource

Tab 7 - Early Default Requirements [ UCHE RSl ELBRIL

Excellence

= New definition used: Default
occurs within 18 months from

Early Default 7

Did this loan default within 18 months from initial loan disbursement?

e ek initial disbursement
l!Yes,znswetthef:llmr:g::g::\glolbwinstmctionsbelow. u Early DefaUItS are always a hlgh

Is this a PLP loan?

FYs  © N focus area

Was equity injection reqpired?

e = Pay particular attention to

Was Standby Agreement required as part of borrower's equity injection?

B B equity/asset injections, if required

Is there a Note as a result of the Standby Agreement?

R —— » Please note the requirement for a
A s chfa e STy Attt (B St L o s S, Credit Memorandum and

lender must provide the Standby Agreement. For PLP loans, Credit Memorandum and Statement of
Personal History (Eorm 912) must be provided. For additional information and instructions

rgariog exch equirement s e e documentation for Early Defaulted
IRS Income Tax Verification ] ) ) )
s oy e e e e e PLP loans

lender’s credit analysis during the loan ongination process.

Rl pancfielinniiom s = IRS Income Tax Verification is also
B cicicimiisrir i required for Early Default Loans
ol R e i = SBA Form 912 — Statement of
Personal History is also required

Yes No
If Yes, note the discrepancies and how they were resolved.

See Next Page for Other Document Instructions. 7

Early Default

21
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U.S. Small Business Administration

SBA

Your Small Business Resource

Tab 8 and 9 - Collateral Tabs | U dicREeiiERliy
Excellence

 Lenders MUST itemize all collateral

R with a unit value of $5,000 or more.
g  Lenders MUST reconcile all original
PP —— collateral against list of post-default
b i ey o e . collateral.
Jestharizya w bar nar prew B, plliH-raphin .
 Lender MUST show evidence of
T e s ST attempts to secure and safeguard
rﬂw‘tlllﬂr.h. Sk .
t collateral post-default and provide a
Larches raart peciche pecal’ of pesh b o 5 pHpiad ‘o iy ETRLE I B ] . ..
bl i o e g post-default Site Visit Report.
r———————— | . Provide_ Rep_o_rt of Sz_ilc_e of collateral or
b other disposition activity.
h * Wrap-up Report or Status of
Liquidation to Date
« Abandonment of collateral MUST be
justified and documented.
g | * Lenders MUST notify SBA if they will
et f oo e Py oot continue coIIectlons/s_erwcm_g actions-
9 otherwise Treasury will continue
Lol | el . .
collections against all guarantors.

22
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U.S. Small Business Administration

SBA

Your Small Business Resource

Tab 10 - General Information

General Information 'I O

Please mark the documents you are providing in this Tab:

Required Documentation Required Documentation,

As Applicable
[~ Wire Transfer Form Complete lender’s File (only if PLP
[~ Risk Management Database Form - loan defaulted within 12 months from
initial disbursement and SBA share
exceeds $250,000)

I~ Assumption Agreement(s)
Required by Loan Authorization [~ Compensation Agreement and breakdown

All CPC Expenses and only Legal Expenses

Environmental Questional
' o S i ' under $10,000 w/supporting documentation

I Phase | and / or Phase Il Environmental
Report [~ Other

If required by Loan Authorization but not
provided, please explain.

Please follow instructions below to determine submission requirements.

Wire Transfer Form
SBA requires the use of the SBA Wire Transfer Form.

Risk Management Database Form

Section 102 of the Small Business Programs Improvement Act of 1996 requires SBA to
report on the performance of its business loan portfolio utilizing a Risk Management
Database. To comply with this requirement, SBA must compile statistical data on every
business loan SBA makes or guarantees, and must calculate certain key ratios for entry into
the database along with collateral information for every loan submitted for purchase. By
assisting the underwriting characteristics of each loan at the time of application, SBA may
gain significant insight into causes of default. This form is required with all purchase
requests.

10

General Information

Moving Forward with
Excellence

Wire Transfer Form is required to
ensure prompt and correct payment

Risk Management Database form is
required

This Tab should include any other
documents relevant for guaranty
purchase review or required by the
loan authorization

Phase 1 and/or 2 Environmental
Reports must be included if applicable

Special Circumstance: For PLP loans
where the default occurred within 12
months from initial disbursement and
SBA'’s share exceeds $250,000, IG
requires the lender to submit entire
loan file at purchase.

Care and Preservation of Collateral
and Legal Expense Reimbursements

Please note new requirement for fee
refund verification on Recovery Act
Loans

23

Visit us at www.sba.gov



U.S. Small Business Administration

SBA

Your Small Business Resource

What is NGPC Evaluating? Moving Forward with

Excellence

The Four Facets of a Guaranty Purchase Review

« Origination: Determine that the loan was originated in accordance
with regulations and Standard Operating Procedures in place at the
time of origination.

« Closing: Evaluate whether the loan was closed in accordance with
the Loan Authorization.

« Servicing: Evaluate whether the servicing of the loan was in
accordance with the loan documents, regulations, and prudent lending
practices — and whether those actions caused harm to the Agency.

« Liquidation: Evaluate whether the liquidation and collection on the
defaulted loan was prudent and followed program guidelines.

24
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Excellence

Possible Outcomes of Guaranty Purchase Review

 Purchase: Purchase request is complete, there is no harm to the
Agency, and meets all criteria for honoring the payment in full. A
decision to fund is reached within the 45-day Brand Promise.

* Repair: A decision is reached to honor the guaranty, but not in the
full amount, due to a material deficiency during origination, closing,
servicing, and/or liquidation.

 Denial: A decision is reached to deny the guaranty in full. This must
have headquarters concurrence.

e Cancel/Terminate: Based on the facts of the case, the lender
chooses to cancel or terminate the guaranty.

 Withdraw: Lender needs more time to collect documents and
provide additional information, therefore withdraws the request. The
guaranty is still in full effect and the purchase request can be made
anytime thereatfter.
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U.S. Small Business Administration

SBA

Your Small Business Resource

Moving Forward with

Materialit Excellence

Materiality

— NGPC focuses on ‘material’ deficiencies that cause a significant
loss or harm to SBA, or are a matter of program integrity

— Origination and Closing Actions

« Examples: Eligibility and franchise issues, Lack of equity injection
(early defaults), missing IRS verification (early defaults), lack of
evidence of disbursements

— Servicing Actions

- Examples: Improper subordinations, unjustified release of
collateral or guarantors, lapse of liens, and Lender preference
issues

— Liquidation Actions

« Lack of timely site visits after default or adverse event which
causes aloss to the Agency

« Lack of comprehensive inventory at time of site visit which
causes aloss to the Agency

 Failure to maximize recovery (deficient pursuit of collateral or
obligors)
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U.S. Small Business Administration

SBAS

Your Small Business Resource

Helpful Purchase Tips Moving Forward with
Excellence

* Providing a complete package with executed
tabs ensures quick processing. Be sure to
iInclude all required documents and answer all
guestions on tabs.

 Inform us proactively of missing documents and
deficiencies so we don't have to stop the
process to ask.

 Build your loan file at origination using the 10-
Tab system to ensure that all documents are
present at origination.
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Top Reasons for Repair and Denial VeV E G RTGR
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Your Small Business Resource

« Lien and Collateral Issues that Result in Missed Recoveries
(Generally a Repair)

— Failure to obtain required lien position
— Failure to properly perfect security interest

— Failure to fully collateralize loan at origination when additional
collateral was available

e Unauthorized Use of Proceeds

— Proceeds disbursed for purpose(s) inconsistent with the loan
authorization or subsequent modifications without a business
justification. (Could be a Denial if early default and improper use
of proceeds caused the failure of the business)

— Same lender Non-SBA loan paid with PLP loan proceeds
(preference)
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U.S. Small Business Administration

Top Reasons for Repair and Denial VeV E G RTGR
Excellence

Your Small Business Resource

« Liquidation Deficiencies (Generally a Repair unless harm is the
full value of the outstanding balance)

— Failure to conduct Site Visit which resulted in missed recoveries

— Improper safeguarding or disposition of collateral which resulted in
missed recoveries

— Misapplication of recoveries to lender’s loan when SBA-
guaranteed loan has lien priority

« Undocumented Servicing Actions (Generally a Repair)

— Liens not properly renewed during servicing on worthwhile
collateral

— Release or subordination of collateral without documented
business justification

— Allowing hazard insurance to lapse on major collateral and
collateral was subsequently destroyed

— Failure to maintain life insurance on principal and principal
subsequently dies 29
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Top Reasons for Repair and Denial VeV E G RTGR
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Your Small Business Resource

« Early Defaults (Denial if determined to be reason for business
failure)

— Missing or unsupported verification of required equity injection
(includes verification of source in some cases)

— Missing or unsupported documentation of verification of
borrower financial information with IRS when financial
information was relied on in lender’s credit analysis

« SBA Loan Eligibility (Denial)
— Ineligible franchise
— Ineligible loan purpose
— Ineligible loan recipient (loan to an associate of lender)
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Care and Preservation of Collateral
(CPC) and Legal Expenses

Moving Forward with

Excellence

Care and Preservation of Collateral (CPC) Tabs  We recently created a new tab
Requirementsfor Rembursemens system for lenders to submit

e s b o ot 1 AT s PO 4 PORSS requests for CPC and Legal
S et ok s i Expense reimbursement.

B e s . S5 el O s g e  These tabs are similar to the

S e e P S R i oS PG 10-Tabs for the purchase

o o N BB process, in that they guide you
NOTE: Plse b w1 gl s scen o MHBISR 1 s o e5aen. through what we need and why,
e T o ot S procna o e to ensure proper submission
the first time.

- G s « They can be used to submit
s e reimbursement requests at the
o P— time of purchase or anytime

after.
« The new tabs are available at

E-mail: SBACPC@SBA.GOV I n th e

Mol S, Sk Baiss apnistton forms library and under the

Attn: CPC Department

e liguidation section of the NGPC
website.
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Care and Preservation of Collateral
(CPC) and Legal Expenses

Moving Forward with

Excellence

CPC Expense Reimbursement Information Sheet 1

 The first tab collects
s Information that
e describes the request

Total Expenses Incurred for this Request

Amount of Expenses Deducted from Recoveries

e and provides critical

2. ORIGINAL COLLATERAL:

e RR— Information necessary

3. REMAINING COLLATERAL:
Please attach a list of remaining collateral behind this tab,

e —————; to process it.

Please attach either 2 wrap up report if iquidation is complete or the detads of the disposition of collateral to date

behind this ¢ 3b.

g * Be sure to include all
S S o M I s S o e i fe q ueste d | N f() 'm atl on
— {0 ensure accurate
- processing.

CPC Expense Reimbursement Information Sheet 1
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Care and Preservation of Collateral
(CPC) and Legal Expenses

Moving Forward with

Excellence

ase summarize all legal fees for which you are requesting reimbursement or seeking approval to deduct from recoveries

———— — — look much like this
one.

* This tab is specific to
Legal expense
reimbursement
requests.

- ] NGPC can 0“|y
Invosces submitted for review should list the activity performed, its date, the attormey or legal professional who performed

the work, their hourly rate, a detailed description of each task billed, the time spent on each task, and the charge assessed for

the work (rate multiphed by time allocation.)

Lender must obtain SBA's prior approval of a litigation plan and budget before proceeding with non-routine litigation.

Non-toutine litigation includes:

* Al itigation where factual or legal ssues are in dupute and require resolution through adjudication

*® Any litigation where legal fees are expected to exceed $10,000 I O OOO — al I Oth e rS
* Any litigation involving a loan where a lender has an actual or potential conflict of interest with SBA ’

* Any litigation involving a loan where the lender has made a separate loan to the same borrower which is not a 7(a) loan

Any non-routine litigation, including the approval of legal fees of $10,000.00 or more, shall require prior review and I I I u St b ‘ S ‘ | l t tO
approval by SBA. In addition, lenders must submit an amended litigation plan to address any matenial changes ansing

during the course of the litigation that was not addressed in the original plan or an amended plan (13 CFR 120.540(e)).

ems—— District Counsel.

=™ 3| * The remaining tabs
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U.S. Small Business Administration
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Offer in Compromise (OIC) Tabs Moving Forward with

Excellence

* The Center has developed another Tab
system for the lenders to use to prepare
and send in Offer in Compromise (OIC)
requests for approval.

 All OICs must have SBA approval.
* They are available on our website at:
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Unilateral Action Matrix Moving Forward with

Excellence

Sm Servicing and Liguidation Actions .The tWO SerVICI ng ce nte IS and

el NGPC collaborated to create the
[ | Unilateral Action Matrix.
—=—— *This document is designed to

assist the lenders in
understanding what actions
require SBA approval, SBA
notification, and are unilateral.

Lizan wpproved by #he Stasderd Tja} Loan Crensnty I'occming Certer

S SR 5 50, TN 5T el 10 CF T 558 amd 120 118
Incrous * dpcrens SILAT DSy POITOERZE
“Liamfor proforence” on bder ar cagags in actxity fhat crowtep conflict of isioree

Kloas bormower o gesraenr

Lomprossa: procipal balsnce owed ©

Anmrzption 2 ez with ricess of arigial borrwer | gesrnicr

Takce titke 0 may property in e mene of 5158

Tl frfie i et rorenesially cosfarmissted propaersy, or i over aperason wrel conernd of

*During the purchase process we
are concerned with materiality
and harm. As long as the actions
you take are documented,

Trarwder or scll mare than W% of & loaz

“Cunceiltion of SISA ganesty briar pansty potsss

Fored matenoy (achan Sone pror iz maied mannty) "
Kewrmertor | st loas '
! “hwngs avicrosi rais vty loes orogrur epdcine ' *

= ,
R prudent, and don’t cause harm to
e the Agency, the Center will
_— generally not be concerned with

Tk e oo e SA Wabaie 0 Te MOI P T CE0 VTN

them at the time of purchase. .,
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SPBA|| Quarterly Status Reports |[MEREEHEE

sssssssssssssssssssssssss

* Lenders are responsible for keeping SBA
Informed of liquidation activities after
purchase.

* Lenders should provide this information
via the Quarterly Status Report.

* Send Reports to or
mail to NGPC.

* The future of Quarterly Reporting...
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Wrap'Up RepOrtS Moving Forward with

Excellence

« When you are satisfied that all collection efforts have
been exhausted and liquidation is complete, you
should notify the Center immediately so that we may
charge-off the loan.

« Our goal is to charge-off aloan as soon as it is
ready. We rely on our Lending Partners to keep us
apprised of the status of each of their loans.

« When you believe aloan is ready for charge-off,
please prepare and submit a final wrap-up report to
or mail it to NGPC.

A sample format is available at on the NGPC website.
Click on the Liquidation Process link and refer to the
“Closing the Case” section
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U.S. Small Business Administration

SBA

Your Small Business R

Why Do We Need To Hear
From You?

Moving Forward with
Excellence

* Our current portfolio of purchased loans In
liguidation status includes 1,168 lenders.

« 88% of the lenders have less than 10
loans In their portfolio.

* 45% of the lenders have only 1 loan.
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U.S. Small Business Administration

SBA

Your Small Business Resource

How to Contact Us Moving Forward with

Excellence

National Guaranty Purchase Center
1145 Herndon Parkway

Herndon, VA 20170

Phone: 703-487-9283

Toll Free: 877-488-4364

Fax: 703-487-9944

Center Hours: Monday-Friday, 8:00 am to 4:30 pm, Eastern Time

Email Inquiries:
— general questions
— secondary market questions
- status of purchase questions
— quarterly status reports and wrap-up reports

Website -
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U.S. Small Business Administration .
QueStlonS Moving Forward with
Excellence

Your Small Business Resource
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